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On Aug. 21 at a news conference, Planning Minister Miguel Rodriguez announced an agreement
with foreign commercial creditor banks to reduce $20.5 billion of public sector debt by 20%, and to
cut annual debt service payments by 58%. The minister said 90% of creditor banks had responded
to a term sheet offering five debt reduction options. Rodriguez said debt service on the $20.5 billion
will be reduced from $3.1 billion to $1.3 billion per year. The agreement, retroactive to April 1, will
be signed on Nov. 18. The deadline for final responses to the debt reduction options is Oct. 18.
According to the Institute for International Finance (IIF), Venezuela's total public sector debt comes
to approximately $25 billion. AP reported a total $26 billion. Private sector debt of about $7 billion
brings the total foreign debt to $32 billion. The most popular debt reduction option among the
banks is the "Mexican bonds," which the Venezuelan government will issue to replace $6.7 billion of
outstanding debt. The bonds have a 30-year term and a fixed interest rate of 6.75%. Another option
is new money. Rodriguez said creditor banks have thus far offered a total $5.7 billion. A third option,
replacing debt for bonds carrying a temporary interest rate reduction, will cover $2.5 billion. Bonds
including a reduction in principal will be issued for $1.6 billion. Next is the buy-back option, under
which the banks sell their debt paper to the Venezuelan government at a discount on face value
of at least 55%. The total to be covered under this option is $1.5 billion. Both interest and principal
reduction bonds include a recapture clause, effective after six years. In the event oil prices rise above
$26 per barrel, said Rodriguez, the government will be obligated to raise payments, but only under
the circumstance that Venezuela's oil revenues are $10 billion higher than in 1990. The minister
added that repayments under the recapture clause could not exceed $300 million. (Basic data from
Knight-Ridder Financial, AP, 08/21/90)
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